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Introduction
In settlement colonies, the economic systems, infrastructure (e.g. schools but also roads, hospitals, housing etc.. . . .) and development projects of the settlers exclusively served their own needs. A well documented historical fact is the denial of education to native populations under colonial rule. Colonial powers were reluctant to offer education purely for the benefit of the colonized people. In some cases, educational programs were offered but limited and given to a small elitist group. In the three decades of the post-colonial era, most former colonies, either created or significantly expanded the edu- At Independence, efforts to nationalize instruction at schools, therefore, required a huge expansion of all levels of education coupled with measures aimed at greatly increasing and encouraging access such as free and compulsory elementary education.
The high priority assigned by the government to national education was reflected in the amount of money spent on it and on the existence of free schooling at all levels. In 1985 approximately 16.5 percent of the government's investment budget was devoted to education; in 1990 the education sector received 29.7 percent of the national budget.
The country also received substantial assistance from the World Bank. Between 1973 and 1980, Algeria contracted five education loan agreements for sums totaling US$276 million.
The purpose of this paper is to determine whether despite these massive investments the discriminative allocation of public resources and infrastructure that characterized the colonial period caused persistent regional disparities in education levels. To do so, I use regional data covering the period 1977-1998 (i.e. 15 to 40 years after independence) to identify the long run relationship between school outcomes and the fraction of nonMuslims who lived in Algeria on the eve of the war of independence (1954) . Using an instrumental variables approach to correct for potential non-random sorting of settlers and natives into regions, the main findings confirm that literacy rates increased more rapidly post-independence in regions that inherited a larger stock of infrastructure per capita i.e. regions where the presence of settlers was more intensive. Further, there are evidence of social interaction effects whereby female education increased and fertility rates decreased more rapidly post-independence in settlement regions than in native regions. However, I find evidence that this initial advantage dissipates over time suggesting that the allocation of school resources post-colonization effectively targeted historically neglected regions.
There has been renewed interest among economists in the question of whether history has a persistent effect on economic performance. Recent contributions to this literature include Acemoglu et al (2001) who show that former settlement colonies perform better than extractive colonies in the long run because they inherited better institutions (which protect private property rights). Banerjee and Iyer (2004) and Banerjee, Iyer and Somanathan (2006) analyze the colonial land revenue system set up by the British in India and show that differences in historical property rights institutions lead to sustained differences in economic outcomes. This paper is part of the same broad research agenda and like Banerjee and Iyer (2004) it focuses on a specific country experience-Algeria. However, unlike these studies, this paper does not focus on the role of inherited colonial institutions which were uniformly implemented in all provinces of Algeria but on the colonial legacy in infrastructure and agricultural devel- 
Empirical Strategy
I exploit the substantial variations in settlements' size across provinces to capture the long run effect of the French colonial policy of discrimination in the provision of public goods on education outcomes by running the following regression: As was clear from the data description and historical background provided in the previous section there may be endogenous selection of settlers (and natives) into provinces. For instance, the redistribution of fertile land from the natives to the settlers probably caused more non-Muslims to settle in prosperous provinces while at the same time causing a forced migration of natives into less prosperous provinces. The source of exogeneity in settlement size that I exploit is the gradual penetration of the French army from Northern coastal regions to Southern regions as described is section II. In other words, to deal with concerns about exogeneity I use the distance to the coast as an instrumental variable for NM i . The issue with this instrument is that it may have a direct effect on education levels. The main reason to worry that distance to the coast violates the exclusion restriction is that proximity to the coast is correlated with climate and implies lower transaction costs (for international trade). Through both these channels it possibly determines returns to education and (subsequently) investment in human capital. I assess the strength of these effects by directly controlling for rainfall precipitations and the distance to the largest port (Algiers). In addition, I will report estimates on a restricted sample of regions located within a narrow band of 0 to 200 km south from the coast (where 90 per cent of the population currently lives).
Further, one empirical result I will discuss later that validates the use of distance to the coast as an instrumental variable is that while one would expect geography to have a sustained impact on economic development, the evidence in this paper is that the relationship between French settlement and education vanishes over time. Note that a similar approach by Hall and Jones (1999) 
Where DC stands for the logarithm of the distance to the coast, X i is a vector of geographical controls (including the distance to Algiers and rainfall precipitation) and ν i is an error term.
Second stage
Where d NM i is the predicted value of NM i derived from the first stage. sample of regions within a distance of 0 to 200 km south from the coast. As expected from the descriptive map distance to the coast is a very good predicator for settlement size. In both cases the estimate is sizeable and has the expected sign i.e. the closer the province is located to the coast the larger the fraction of non-Muslims. Adding annual average rainfall and the distance to the largest port (i.e. distance to Algiers) as controls has the effect of increasing the regression's predictive power and increases the point estimate (in absolute term) on the instrument. In other words the instrument does not seem to capture the effect of other omitted geographical variables. Table 3 reports the OLS and IV estimates obtained from running regressions (1) and (3) (2003)). The underlying logic is the following: natives living in larger settlement areas were more exposed to Europeans social norms characterized by a high level of both male and female education and (relatively) low fertility rates (Hunt (2002) ). The purpose is therefore to assess whether they have tended to progressively adopt European education and fertility norms.
Results

Stock Measure of Education Levels
First, I estimate a relationship between the fraction of non-Muslims in 1954 and girls over boys pupil ratios. The purpose is to evaluate whether natives who reside in former settlement regions have been more prompt to provide equal education to boys and girls. Column 5 of Table 4 reports the result which confirms a positive relationship between the fraction of girls enrolled in school and settlements relative size. Second, I
consider the relationship between the fraction of non-Muslims in 1954 and demographic indicators, in particular the age at marriage by gender and the fertility rate 5 . These indicators are worth considering because early marriage and the number of children may be viewed as substitutes to the quantity of education received by parents and (subsequently) children. Table 4 reports the IV results which confirm a more rapid demographic transition in regions where European presence was more intensive.
Time-Varying Effects and Flow Measures of Education Levels
Focusing on the literacy rate may yield to somehow biased conclusions because the literacy rate is a stock variable. In particular since the variable used here is the literacy 5 Defined as the number of children per married couple rate for the population aged 10 and older it includes individuals who were school aged either under French rule or immediately after independence and who therefore were too old to fully or even partially benefit from the vast expansion of the education system that occurred in independent Algeria. Unfortunately, the youth literacy rate is not available by province. However, I have run separate regressions for 1987 and 1998 and the results reported in Table 3 Next, to more accurately determine the extent to which the regional disparities in education levels caused by the colonial policy of discrimination persist in the long run I look at two flow variables: the school enrollment rate and the number of pupils per classroom. The results are reported in Table 5 for the school enrollment rate of individuals aged 6 to 15. While OLS estimates appear to indicate that the negative effects of colonial discrimination on education outcomes persist in the long term, the preferred IV estimate reported in column (4) confirms the previous result that this effect vanishes over time. Similarly, the relationship between settlements size and the number of pupils per classroom is insignificant statistically (see Table 6 ). This is evidence that in the long run settlement regions do not conserve their initial advantage at least in terms of school infrastructure again indicating either that the massive public interventions post-war were effectively redistributive or that the market through mi-gration contributed to compensate the inherited inequities in the distribution of public infrastructure across regions.
Conclusion
The question of whether colonialism had a positive impact in the former colonies raises a very emotional issue well illustrated with the recent debates on the content of the Law Fillon in France which attributed a positive role of colonial history on long term development. This paper has brought some pieces of evidence on this issue by focusing on the case of Algeria, a settlement and exploitation colony of the former French
Empire. The main results indicate that literacy rates tend to be higher in the long run in settlement provinces relative to purely extractive provinces because the former inherited a larger stock of infrastructure per capita at independence and probably also because they were more exposed to European education and demographic norms.
However, there is evidence that these disparities tend to dissipate over time indicating 
